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report of tne president 


During the year ended April 30, 1970, Grissol 
Foods Limited continued its policy of expansion, 
while simultaneously consolidating the acquisi- 
tions undertaken during the previous year. This 
ninth annual report measures, in dollars, our 
record of achievement. Sales of $15.1 millions 
and net earnings of $353 thousands are record 
highs, and represent gains of 118% and 83% 
respectively over corresponding figures of the 
previous year. 


This improvement results, in part, from including 
in consolidated sales and earnings for the 
previous year only that portion of the operations 
of Viau Limitée and Taillefer & Fils Inc. subsequent 
to their, acquisition. 


OW 

In addition, however, the 1969-70 results reflect 
the benefits arising from improved methods and 
facilities for material handling, processing, 
packaging, and distribution; centralization of 
administrative functions; and employee education- 
al and training programs. Each of these subjects 
is covered in more detail within this report. | 
would draw to your attention that these programs, 
by their very nature, are continuing, and their 
long term contribution to the financial growth 
of your Company will be evident for many years 
to come. 


For the first time in many years, the rate of 
economic growth within Canada declined, causing 
intensified competition for the consumers food 
budget dollar. This, combined with substantial 
increases in the cost of certain prime ingredients 
had an adverse affect on projected 1969-70 oper- 
ating results. Selling price increases were held 
to a minimum, in accordance with federal govern- 
ment desires. Efficiency programs and increased 


volume were employed to offset, in part, the 
impact of increased costs. 


Continued emphasis will be placed on expanding 
our marketing areas, both domestic and foreign. 
A prime objective in coming years will be the 
establishment of an Ontario distribution system 
comparable to existing facilities in Quebec. Ex- 
port sales, particularly to the United States, is 
another market in the process of development. 
Results to date are most encouraging. 


Several new products were introduced to the 
market last year and preparations are well under 
way for more this year. In conjunction with this 
program, new packaging designs on a number of 
established product lines were undertaken and 
more are currently in process. 


Prospects for the current year are most encourag- 
ing. Continued sales growth is forecast. Most 
commodities appear to have stabilized in price 
somewhat during the past few months. Realization 
for a full year of the benefits from improved 
efficiencies and cost reduction programs should 
contribute substantially to earnings. The com- 
bination of these factors should make for a very 
successful year in 1970-71. 


| would again take this opportunity to express 
appreciation and gratitude to all employees, 
suppliers and customers, without whose support, 
dedication and goodwill the achievements of the 
past year would not have been possible. 


August 24, 1970 


President 
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Consolidated net sales of $15,088,659 represent 
an increase of $8,162,126, or 118%, over last year. 
Part of the increase results from including in the 
figures of last year sales of acquired subsidiaries 
only subsequent to the date of acquisition. On 
the basis of combined sales for the whole of the 
year 1968-69, the increase in 1969-70 was in 
excess of 10%. 


With a broad range of products, including bread 
specialities, snacks, biscuits, candies, soups, 
beverages and meats, the Grissol Group is not 
overly sensitive to seasonal demands. 


A primary objective of the Company is to obtain 
a share of market in Ontario similar to that 
enjoyed in Quebec. Distribution of food products 
in Ontario is highly competitive and the develop- 
ment program is viewed, of necessity, as long 
term. We are confident that good progress will 
be made in this endeavor during the current year. 


Consolidated earnings, before extraordinary 
charges, were $410,108; an increase of $163,323 
compared with the previous year. On a per share 
basis, this represents 40¢ compared with 37¢ last 


year; calculated on the basis of the average 
number of common shares outstanding during 
each year of 1,019,107 and 661,538 respectively. 


Extraordinary charges in connection with acquisi- 
tion and creation of subsidiaries, net of income 
taxes, amounted to $57,090 and $53,435 in the 
1970 and 1969 fiscal years respectively. Expenses 
of this nature are not anticipated to occur in the 
year 1970-71, unless other acquisitions are under- 
taken. 


Net earnings for the year, after deducting extra- 
ordinary charges, amounted to $353,018 or 35¢ 
per share, compared with $193,350 or 29¢ per 
share last year; again calculated on the basis 
of the average number of common shares out- 
standing as noted above. The improvement in 
net earnings per share of 6¢ represents an in- 
crease of 20% 


The current outlook for the fiscal year 1970-71 
indicates an even better rate of increase. 


The Directors of the Company declared the fifth 
consecutive annual dividend of 2%¢ per common 
share during the year. In addition, a dividend 
equivalent to 1¢ per share was declared on the 
1% convertible preference shares. Total dividends 


distributed to shareholders during the year 
amounted to $32,103 or 9.1% of net earnings. 
This is a continuation of a policy designed to 
retain earnings for reinvestment in the Company. 


Operations for the year generated cash of 
$636,412, an increase of 84% over last year. 
Financing arrangements completed during the 
year provided additionnal funds of $2,718,499. 


Expenditures of a non-current nature during the 
year, as shown on the statement of source and 
use of funds, page 12 of this report, totaled 
$3,888,990. 


The net result of these transactions was a de- 
crease in working capital of $534,079. The balance 
of working capital as at April 30, 1970, amounting 
to $1,528,225, is sufficient for normal require- 
ments. The ratio of current assets to current 
liabilities is 2.2-1. 


As stated in the 1969 annual report, 6% first 
mortgage bonds of a face value of $2,000,000 
were issued in July 1969 by Grissol Properties 
Limited. These bonds are guaranteed by Grissol 


Foods Limited and were accompanied by share 
purchase warrants of Grissol Foods Limited. 


In addition, banking accommodation was arranged 
for a $450,000 term loan repayable over 5 years. 


A number of important modernization and mecha- 
nization programs were undertaken during the 
year. In total, an amount of $415,075 was expend- 
ed, exceeding by $131,411 depreciation charged 
to the accounts during the year. 


The additions, by classification, may be summariz- 
ed as follows : 


Buildings 122,000 
Material handling 77,000 
Manufacturing and general 152,000 
Rolling stock 64,000 


Enlarged and improved warehouse facilities were 
leased in Quebec City at the year end and the 
owned property previously in use is to be sold. 
Manufacturing operations occupying leased prem- 
ises in LaSalle, Quebec, for many years the 
principal place of business of Grissol, are current- 
ly in the process of transfer to Ste. Martine. 
These moves are part of an overall program of 
combining and centralizing to achieve economies 
of operation. 
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MINORITY INTEREST 


During the year former minority shareholders of 
Viau Limitée exercised their right to exchange 
11,296 common and 110,355 preferred shares of 
Viau Limitée for 22,592 common and 110,355 con- 
vertible preference shares of Grissol Foods Limit- 
ed, under the terms of an offer dated March 19, 
1969. This offer, extended several times, termi- 
nated April 30, 1970. At that date, Grissol Foods 
Limited had acquired, or had agreed to acquire, 
98% of the common shares and 93% of the 
preferred shares of Viau Limitée. 


MANUFACTURING FACILITIES 


Construction of additional manufacturing space 
at the Ste. Martine plant commenced early in 
1970. Delayed by labour disputes within the 
construction industry, this enlargement of some 
25,000 square feet will house the facilities for 
manufacturing bread specialty products formerly 
located in Ville LaSalle. Completion of this project 
is expected by early fall. 


An addition of approximately 15,000 square feet 
was added to the Viau plant during the year to 
serve as the distribution center in Montreal for 
the Grissol products. Bulk receiving facilities for 
liquid shortening were added during the year, 
completing a program begun several years ago 
to reduce handling of incoming materials. Nearly 
all raw ingredients are now received and stored 
using automatic systems throughout. 


A program to modernize packaging equipment was 
also undertaken and significant economies are 
anticipated, especially within the Viau and Taille- 
fer operations. 


PRODUCT DEVELOPMENT 


During the past year, a number of new products 
were introduced to the market; these included 
biscuits, snacks, candies and meat dishes. Major 
emphasis, however, is being concentrated on the 
development of frozen food products, especially 
meats. This phase will require new facilities and 
is expected to be in production during the next 
year. 


DISTRIBUTION AND MARKETING 


The products of the Grissol Group are distributed 
throughout Canada. In Quebec, major warehouse 
centers located in Montreal, Quebec and Hull, 
are supported by a number of smaller depots in 
outlying areas to provide maximum customer 
service. A fleet of tractor-trailers and 60 trucks 
provides delivery service between warehouse 
centers, depots and customers. 


In other Provinces, the Company is represented 
by agents and brokers, with warehouse stocks 
maintained in Toronto, Winnipeg and Vancouver. 
The development of a system of distribution in 
Ontario similar to that in Quebec is presently 
under review. 


The installation of a fully mechanized warehouse 
system at the Viau Montreal plant was completed 
during the year. A similary system was introduc- 
ed into the new Quebec City warehouse. These 
dual facilities are expected to sharply reduce 
handling and transportation costs. 


The enlarged premises in Quebec City, opened 
in June, 1970, are scheduled to service the east- 
ern part of Quebec and a portion of the Maritime 
Provinces. 
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ADMINISTRATION 


The Company is divided into a number of 
operating divisions, each responsible for its own 
manufacturing and selling. The administrative 
division supplies those services common to all. 


The administrative offices of the Grissol Group 
were combined and centralized in an office build- 
ing adjacent to the Viau plant in Montreal. In 
addition to the executive offices, these facilities 
contain sales, purchasing, marketing and merchan- 
dising, accounting and clerical staff and data 
processing for all divisions. 


The centralization of these resources in one loca- 
tion has resulted in improved services and greater 
economy and utilization of staff. 


PERSONNEL 


Labour contracts covering hourly paid workers in 
two divisions were concluded on a mutually 
satisfactory basis during the year. 


Improved group medical and insurance protection 
was introduced during the year, and in addition, 
plans were finalized to provide pension benefits 
for all salaried personnel. 


The introduction of a staff educational and train- 
ing program was most succesful and a significant 
number of employees took advantage of the 
program. 


GRISSOL FOODS LIMITED 
AND SUBSIDIARIES 


Consolidated statement 
of earnings 
and retained earnings 


for the year ended April 30, 1970 


SALES 


PROFIT FROM OPERATIONS 
INCOME TAXES 


MINORITY INTEREST 


NET EARNINGS FOR THE YEAR BEFORE 
EXTRAORDINARY CHARGES 


EXTRAORDINARY CHARGES 


NET EARNINGS FOR THE YEAR (note 6) 
RETAINED EARNINGS BEGINNING OF YEAR 


DIVIDENDS — preference shares 


RETAINED EARNINGS END OF YEAR 


1970 1969 
$ —$ 
15,088,659 6,926,533 
MANUFACTURING, SELLING AND ADMINISTRATIVE COSTS 14,193,183 6,340,179 
895,476 586,354 
480,837 309,396 
414,639 276,958 
4,531 30,173 
410,108 246,785 
Expenses in connection with acquisition and creation nae OY | DQG Yl 
of subsidiaries and the issue of shares and See Cals ai 3 
first mortgage bonds, net of income taxes y 
1970 — $34,000; 1969 — $15,000 57,090 53,435 
353,018 193,350 
1148 493,798 
1,025,166 687,148 
6,684 _ 
— common shares 25,419 15,000 
32,103 15,000 
993,063 672,148 


GRISSOL FOODS LIMITED 
AND SUBSIDIARIES 


ASSETS 


Consolidated 


balance sheet 
CURRENT ASSETS 


Cash 238,814 279,252 


Marketable securities — at cost (quoted value 
1970 — $168,854; 1969 — $391,600) 213,612 423,130 


Accounts receivable 1,033,516 877,732 
Inventories — at the lower of cost or replacement cost (note 2) 1,240,628 1,499,342 


Prepaid expenses and deposits 84,057 107,678 
2,810,627 3,187,134 


as at April 30, 1970 


PROPERTY, PLANT AND EQUIPMENT 

Land 297,535 297,535 

Buildings, machinery and equipment 7,003,296 6,608,977 
Cost 7,300,831 6,906,512 
Accumulated depreciation 4,648,377 4,386,070 


2,651,854 2,520,442 
UNAMORTIZED DISCOUNT ON FIRST MORTGAGE BONDS 95,000 —_— 


EXCESS OF COST OF INVESTMENT IN SHARES OF SUBSIDIARY 
COMPANIES OVER NET BOOK VALUE OF ASSETS 3,719,940 3,607,281 


SIGNED ON BEHALF OF THE BOARD 


R. C. W. MAURAN 
Director 


YVES HUDON 
Director 


9,277,421 9,314,857 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of 
Grissol Foods Limited and subsidiaries as at April 30, 1970 
and the consolidated statements of earnings, retained 
earnings and source and use of funds for the year then 
ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
April 30, 1970 and the results of their operations and the 
source and use of their funds for the year then ended, in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding 
year. 


McDONALD, CURRIE & CO. 
MONTREAL, July 15, 1970 Chartered Accountants 


LIABILITIES 


1979 
$ 
CURRENT LIABILITIES 
Accounts payable and accrued liabilities 994,900 831,760 
Income taxes 179,502 235,845 
Current portion of long-term debt 108,000 57,225 
1,282,402 1,124,830 
7/2% SPECIAL BANK LOAN —_ 2,865,000 
LONG-TERM DEBT (note 3) 2,369,000 91,925 
DEFERRED INCOME TAXES 113,144 122,945 
MINORITY INTEREST IN NET ASSETS OF CONSOLIDATED 
SUBSIDIARY COMPANIES (including $378,594 applicable 
to preferred shares) 421,595 708,291 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 4) 
Authorized — 
800,000 convertible preference shares, 1% non-cumulative 
redeemable non-voting of a par value of $1 each 
4,000,000 common shares of no par value 
Issued and fully paid — 
647,538 preference shares 647,538 588,058 
1,019,107 common shares 3,350,679 3,141,660 
CONTRIBUTED SURPLUS — arising from sale of share 
purchase warrants during the year 100,000 = 
RETAINED EARNINGS 993,063 672,148 
5,091,280 4,401,866 
9,277,421 9,314,857 
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1,528,225 


1970 
$ 
SOURCE OF FUNDS 
Net earnings for the year 353,018 193,350 
Add: Depreciation and amortization 288,664 172,567 
Minority interest 4,531 _ 
646,213 365,917 
Less : Reduction in deferred income taxes 9,801 20,334 
636,412 345,583 
Increase in long-term debt, net of bond discount 2,350,000 33,025 
Sale of share purchase warrants 100,000 
Issue of shares — preference 110,355 
— common 158,144 
3,354,911 378,608 
Working capital of subsidiaries at date of acquisition — 1,660,136 
3,354,911 2,038,744 
USE OF FUNDS 
Additions to fixed assets — net 415,075 238,437 
Repayment of long-term debt 172,925 49,994 
Repayment of special bank loan 2,865,000 = 
Payment of dividends 32,103 15,000 
Investment in shares of subsidiaries 403,887 = 
3,888,990 303,431 
INCREASE (DECREASE) IN WORKING CAPITAL (534,079) 1,735,313 
WORKING CAPITAL — BEGINNING OF YEAR 2,062,304 326,991 
WORKING CAPITAL — END OF YEAR 


2,062,304 
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GRISSOL FOODS LIMITED 
AND SUBSIDIARIES 


Consolidated statement 
of source and use of funds 


For the year ended April 30, 1970 


Notes to consolidated 
financial statements 


For the year ended April 30, 1970 


. BASIS OF CONSOLIDATION 


The consolidated statements for the year ended April 30, 1970 include the accounts of 
all wholly-owned subsidiaries and the consolidated accounts of the partly-owned sub- 
sidiary, Viau Limitée and its wholly-owned subsidiaries, Taillefer et Fils Inc. and Grissol 
Properties Limited. Grissol Properties Limited was incorporated in June 1969 and acquir- 
ed substantially all the land, buildings, machinery and equipment of Grissol Foods Li- 
mited and its subsidiary companies. 


The consolidated earnings for the previous year only included the portion of the earnings 
attributable to the periods of ownership of those subsidiaries acquired during that year. 


. INVENTORIES 


1970 1969 
The inventories consist of : $ $ 


Finished goods and work in process 725,318 869,127 
Raw materials and packaging supplies 515,310 630,215 
1,240,628 1,499,342 


. LONG-TERM DEBT 


Long-term debt consists of the following : 1970 1969 
Current Long-term Long-term 
portion portion portion 

$ $ $ 

6% first mortgage bonds of Grissol Properties 

Limited maturing in 1989 with sinking fund pay- 

ments of $100,000 annually commencing July 1, 

1974, authorized, issued and outstanding 2,000,000 


Term bank loan at a fluctuating rate of interest 
secured by accounts receivable 90,000 337,500 


8% first mortgage bonds payable in quarterly in- 
stalments of $4,500 until 1973 18,000 31,500 49,500 


7% and 7'/.% term loans payable _ _ 42,425 
108,000 2,369,000 91,925 


Concurrent with the issue during the year of the 6% first mortgage bonds by Grissol 
Properties Limited of a principal amount of $2,000,000, 6% debentures were created by 
Grissol Foods Limited for a similar amount and pledged as a guarantee of the 6% mort- 
gage bonds of Grissol Properties Limited. The trust deed securing the 6% debentures 
includes restrictions in respect of distributions to shareholders by reductions of capital 
and payments of dividends. 


Both the first mortgage bonds and the debentures are secured by a floating charge on 
all the assets of the respective companies. 


GRISSOL FOODS LIMITED 


AND SUBSIDIARIES 
4. CAPITAL STOCK 


During the year the following shares were issued or converted: No. of 
Preference shares Value 
Issued in exchange of 110,355 preferred shares of $1 par 
value of Viau Limitée 110,355 $110,355 
Converted into 2,035 common shares 50,875 50,875 
59,480 $ 59,480 


Common 
Issued in exchange for — 
11,296 common shares of $2.40 par value of Viau Limitee 22,592 $158,144 
50,875 preference shares of Grissol Foods Limited 2,035 50,875 
24,627 $209,019 


On the unissued common shares, 229,965 shares have been 

reserved to satisfy the following requirements : 

Outstanding conversion privilege of preference shares into 

one common share for each 25 preference shares 29,965 
Share purchase warrants acquired for a cash consideration of 

$100,000 by the holders of the 6% first mortgage bonds having 

the right to subscribe for 200,000 shares at a price of $8 

each until 1989. During the five years commencing July 1, 

1969 the right of subscription is limited to 25,000 shares in 

CACHAYEARS LAUREN cece eR acter ec eeesrAtd ere ALBEE edna 200,000 


229,965 


. ACQUISITION OF MINORITY INTEREST IN PREFERRED AND COMMON SHARES OF 
VIAU LIMITEE 
Under the terms of an offer on March 19, 1969 to acquire all the remaining preferred 
and common shares of Viau Limitée, which expired on April 30, 1970, holders of 110,355 
preferred shares and 11,296 common shares accepted the offer to exchange their 
shares for the company’s preference and common shares. 


By purchase agreement dated January 9, 1969 the company undertook to acquire 398,072 
preferred shares of Viau Limitée over a four-year period from two shareholders of that 
company at a price of $1 per share. On July 1, 1969, 99,618 shares were acquired in 
consideration for a payment of $99,618 and the balance of the shares are to be acquired 
by similar payments on July 1, 1970, 1971 and 1972. 


. STATUTORY INFORMATION 


Manufacturing, selling and administrative costs include: 
1970 1969 
$ $ 
Depreciation of fixed assets 283,664 171,415 
Remuneration of executive officers 131,404 89,950 
Directors’ fees 5,300 4,500 


Interest on long-term debt and amortization of bond discount 128,616 37,561 


Financial Review — 9 years 
for the years ending April 30 


OPERATING RECORD 
(in thousand of dollars) 


Net sales 


Earnings before 


1970 


1969 


1966* 1965* 


$15,088 
1,307 


Interest on longterm debt 


Depreciation 


128 


Income taxes 
Minority interest 


Net earnings before 


$6,927 
794 

37 

172 
309 


$2,099 $1,745 
296 202 
12 11 


1964* 1963 


$1,343 $1,055 


172 112 


89 


Extraordinary charges 


Net earnings for the year 


30 
246 


Cash flow 


Dividends paid — 
preference shares 


common shares 


PER COMMON SHARE 


Earnings 


Dividends paid 
Shareholders’ equity 


BALANCE SHEET 
(in thousand of dollars) 


Working capital 


Net additions to 
fixed assets 


Total assets 
Longterm debt 


1,528 


415 
9,277 
2,369 


2,062 


238 


9,315 
2,957 


Minority interest 


421 


Shareholders’ equity 


5,091 


708 
4,402 


1,074 


Average number of 
common shares outstand- 
ing during the year 


1,019,107 661,538 600,000 


600,000 600,000 600,000 600,000 600,000 600,000 


* Adjusted in respect of deferred income taxes and other miscellaneous items. 


** Not including extraordinary charges and calculated on the average number of shares outstanding during the 
year. 


GRISSOL FOODS LIMITED 
AND SUBSIDIARIES 


BOARD OF DIRECTORS: JEAN-PAUL BEAUDOIN : . 
RAVIONDRRAVIENCIA Directors and Officers 

RODERICK C. FOSTER, C.A. 

YVES HUDON 

RICHARD C. W. MAURAN 

RENE SAMSON 

GEORGE B. SUKORNYK, Q.C. 

FRANK E. TELFER 

GEORGES TURGEON 


OFFICERS: RICHARD C. W. MAURAN, Chairman of the Board 
YVES HUDON, President 
GEORGES TURGEON, Vice-President 
RODERICK C. FOSTER, C.A. 
Vice-President, Finance and Treasurer 
GEORGE B. SUKORNYK, Q.C. Secretary 


EXECUTIVE OFFICE: 4945 Ontario Street East, Montreal. 


HEAD OFFICE: 238 Bloor Street West, Toronto. 


SUBSIDIARY COMPANIES: Viau Limitée 
Taillefer & Fils Inc. 
Grissol Properties Limited 
The Grissol Bread Specialties Limited 
J. R. Loney Foods Limited 
Mont-Clair Foods Limited 
Grissol-Quinlan Limited 
Contra-Pack Limited 


TRANSFER AGENT AND REGISTRAR: The Royal Trust Company 
Montreal and Toronto. 


BANKERS: Bank of Montreal, Montreal. 


AUDITORS: McDonald, Currie & Co., Montreal. 
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